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RECOMMENDATION

It is recommended that the Commission:

1. Receive tis revised and updated staff report, accept any public testimony and approve the
Proposed Budget for Fiscd Y ear 2002-03 as presented.

2. Direct the gtaff to distribute the Proposed Budget to the County, cities and independent specid
digtricts as required by Government Code Section 56381.

3. Schedule a public hearing to consider and adopt the Final Budget on Thursday, May 2.

4, Direct the staff to advise the Commission of any changed conditions that could adversely affect
LAFCO's ahility to fulfill its reponghilities in the coming fiscd year.

DISCUSSION
I ntroduction

On March 7 the Commission received a staff report and recommendation regarding the budget for
Fisca Year 2002-03.

The Commission continued the matter to this meeting. In addition, the Chair appointed an ad hoc
budget committee of Commissoners Campbell, Rogers and Umenhofer to review the financid program
prior to the April 4 meeting.

It has not been possible to convene a meeting of the ad hoc budget committee, however, the staff has
discussed the proposed budget with the members individudly and is presenting a modified Proposed
Budget for next year, with the recommendation that it be adopted and didtributed for review and
commen.

Commissioners: Dick DeWees, Chair 4 Tim Campbell 4 John Fox 4 Gail Marshall 4 B ob Orach ¢ Tom Umenhofer, Vice Chair ¢ Tom Urbanske ¢ EdAndrisck 4 Penny Leich
4 Carey Rogers 4 Susan Rose € Executive Officer: Bob Braitman
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Although a Proposed Budget had not been approved by the Commission, | was invited to discuss the
LAFCO budget for the coming year a the March 25 Specia Didlrict’s Association chapter meeting.
County Auditor Bob Geis dso attended the meeting to discuss options for dlocating the specid
digricts sharesof the budget to individud digtricts.

Following the mesting, the Specid Didtricts Association formed a LAFCO budget committee, chaired
by Jm Raggio of the Lompoc Hedth Care Didtrict. As noted in the enclosed e mail from Mr. Raggio
the committee may present an adternative budget to the Commission on April 4.

Staff Modifications to Proposed Budget for FY 2002-03

The staff, based on discussions with Commissioners and the Specia Didtricts Association, is presenting
herein amodified Proposed Budget for the coming fiscd year.

The mgor changes from the March 7 verson are (1) reduced funding in specific line items based on this
year's experience, (2) areduction of $50,000 the account for Professiona & Specidized Services and
(3) an increase the contingency to $40,000 from the current $20,000.

Following isasummary of the revised Proposed Budget; a detailed table of line-itemsis attached.

LAFCO Proposed Budget - Summary for 2002-2003

Adjusted Proposed
2001-02 2002-03 Variance

Services & Supplies 426,650 370,250 - 56,400
Other Charges 850 850 0
Designetions 20,000 20,000 0

Tota Expenditures 447,500 391,100 - 56,400
Proj. Avail. Fund Balance 0 100,000 100,000
Other Revenues 22,500 29,500 7,000
Cogt to local agencies 425,000 261,600 - 163,400

Total Financing Sources 447,500 391,100 - 56,400

This is a trangtion year for the Commisson. Certain expenses that were not reflected in prior year
budgets are now included.
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In addition, though they were included in the current year budget, some funds to comply with AB 2838
directives, such as beginning to prepare municipa service reviews were not spent this year due to the
delay in recaiving service review guiddines from OPR. These obligations Hill exist and the Commission
needs to have sufficient funds to continue this effort for the remainder of this year and next year.

Discusson of Individud Accounts

Following is a review of each of the expenditure and revenue accounts in the budget. It reflects the
attached table showing (@) the current budget, (b) year-to-date experience in each account, (c) end-of-
year projections and (d) the modified Proposed Budget for next year

Following are descriptions and explanations of each account.

Current Proposed
Budget Budget Variance
7050 Communicaions 1,900 1,900 0

Telephone and fax expenses. Account expenditures as of March 27 are $1,644.

7324 Audit Fees 2,000 2,000 0

Y ear-end audit of LAFCO fund. No expenditures as of March 27; cost will be experienced next
fiscd year.
7430 Memberships 1,350 1,350 0

Membership in the Cdifornia Association of LAFCOs. No expenditures as of March 27. The
annua payment to CALAFCO will be made in June.

7450 Office Expense 21,000 21,000 0

Office expense includes equipment and supplies to support Commisson activities. Codts as of
March 27 are $6,232. Grester expenses are anticipated next year than this to prepare updated
spheres of influence, municipa service reviews and update the Commisson’s policies. Also, it is
proposed that copier expenses be paid for from this account next year.
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7451 Postage 5,000 5,000 0

Postage and mailing expenses. The account reflects the workload.

Expenditures as of February 25 are $8,001, which exceeds the budgeted amount by $3,001 (or
60%). This year may be unusud year given the high costs to mail notices for the conducting
authority hearing for the Vector Control District Annexation. We recommend the account remain
at $5,000 for next year.

7453 Copier Expense 4,000 0 - 4,000

This account funds correspondence, notices, reports, resolutions and other printing. The costs as
of March 27 are $786. Next year these costs will be charged to Office Expense.
7460 Professona/ Specidized Services 156,000 106,000 -50,000

This account is available to fund specid sudies, and the cods to televise LAFCO mestings.
Expenditures as of March 27 are $8,889.

The account is intended to accommodate research and analysis directed by the Commission to,
for example, update spheres of influence, prepare municipa service reviews and prepare
specidized studies of intergovernmental and/or reorganization issues.

Not much of this account has been expended thus far this year, duein part to adeay by the State
is issuing guiddines to prepare municipa service reviews. The staff recommends that this account
be reduced by $50,000 as a more conservetive estimate of the level of expense that might be
experienced in the coming yesr.

7506 Adminidration Fees 3,000 3,000 0
This account funds County Auditor charges. Expenditures as of March 27 are $1,500.

7508 Legd Services 42,100 42,100 0

This account funds Commisson legal services. No expense is shown as of March 27, however
the County Counsdl has submitted a mid-year invoice for $9,967.

The County Counsdl estimated a cost of $36,000 this year and the Commission augmented that
amount by another $6,100 to ensure the account is adequate to respond to legd issues that might
arise and require attention or response.
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7510 Contractua Services (staff) 145,300 145,300 0

Staff support to the Commission is provided by a professond services agreement, through which
LAFCO obtains provides Executive Officer, Commisson Clerk and related staff services.

No change is proposed. Any changes will result from performance reviews and negotiations
between the Commission and the Executive Officer.

7580 RentgLeases— Structure 6,000 3,600 -2,400

This account funds office space, including utilities. No expenditures have been charged as of
March 27 but we understand they will be as part of a County cost alocation plan.

The office in a County building in Santa Barbara is adequate for the Commisson’s current needs.
Consderation is being given to moving the office to another location in the same building, which
would aso be adequate for our purposes.

Actud space codts are less than that budgeted amount. If the Commission needs to relocate to
private space, however, the costs would be much higher. The staff recommends that this account
be reduced and the contingency be increased to insure the Commission’s space needs can be met
if the officeis relocated.

Space for Commission meetings is not budgeted. We assume LAFCO will continue to meset in
Board of Supervisors hearing rooms, except for gpecial meetings held in other locations.

7650 Spec. Dept. Exp. — Per Diems 18,000 18,000 0

This account funds Commissioner stipends for attending LAFCO mestings. As of March 27
$6,300 has been expended. The budget is based on 11 Commissioners x 14 meetings x $100
per meeting ($15,400) and funds for hoc committee meetings (estimated at 26 days, or $2,600).

7730 Transportation & Trave 21,000 21,000 0

This account funds travel expenses and mileage reimbursement for Commissioners and staff.
Expenditures as of March 27 are $13,807.

The amount is based on experience and projections of future activity. Two members of the
Commission are on the governing board of the Cdifornia Association of LAFCOs, which involves
travel to participate in CALAFCO leadership activities.
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Less might be needed next year since the CALAFCO conference will be in Santa Barbara but the
saff recommends that the budgeted amount be unchanged to avoid variations from one year to the
next.

7895 Liability Insurance 600 600 0

Liability insurance of the Commissioners and gaff. There has been no expense as of March 27
The amount is provided by the County Generd Services Agency since the Commisson remains
covered by the County’ sinsurance program.

7897 Teephone Services 250 250 0

This account funds County telephones in the LAFCO office. There has been no expense as of
March 27. We anticipate ayear end statement from the County.

9798 Dedgnation for Contingencies 20,000 20,000 0

It is proposed that this account again be funded a $20,000, which will result in a overdl
contingency of $40,000. This is conggtent with the size of the budget and recognizes the
reductions that are being made in various accounts. The contingency is held as a segregated
portion of the fund balance available for unforeseen expenses.

3380 Interest Income 0 8,000 8,000

Interest from investing available LAFCO funds. Revenue as of March 27 is $6,142.

5738 Panning Studies Services 20,000 20,000 0

These revenues are recelved from LAFCO processing fees. As of March 27 revenues are
$9,160. Projections are based on 18 boundary changes at an average of $600 ($16,200), two
sphere of influence gpplications ($1,650) and a formation or incorporation ($2,125).

4840 Other Governmentd Agencies 425,000 261,600 - 163,400

This is the revenue from the County, cities and specid didtricts to fund the Commisson as
required by AB 2838. Asthe March 27 390,079 has been received.

Budget reductions and available funds will reduce the amount needed from loca agencies by
about $163,400 (or 38%) We will further refine these figures for the Find Budget
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5909 Othe Miscdlaneous Revenue 2,500 1,500 - 1,000

These are revenues estimated from the sale of documents, maps etc. The amount projected for
this year is overly optimistic and has been reduced by $1,000.
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Concluson

In consderation of information contained in this letter, it is recommended the Proposed Budget be
approved and distributed as required by Government Code Section 56381.

LAFCO is an independent commission established by the legidature to carry out specific duties and
objectives. It is respongble for adopting a financid program to fulfill the purposes described in the
Cortese/Knox/Hertzberg Act. The statute directing LAFCO’ s operations does not require approva of
the financid program by the County or any other local agencies.

While we are recommending a specific financia program, we urge that flexibility be retained by the
Commisson to make adjusments in the Find Budget should this prove warranted.

Very truly yours,

BOB BRAITMAN
Executive Officer



